






The	 shutdowns	 stemming	 from	 COVID-19	 revealed	 the	 need	 for	
emergency	 cash	 savings,	 especially	 for	 unbanked	 and	 low-	 to	 middle-
income	 people.	 	 As	 COVID-19	 emerged,	 the	 US	 turned	 to	 impromptu	




long-term	 strategy	 for	 people	 to	 be	more	prepared	 for	 emergencies,	 as	
most	emergencies	in	life	are	not	nationwide	events,	but	personal	shocks	
where	government	rescue	packages	are	not	available.	
This	 Article	 proposes	 the	 creation	 of	 tax-favored	 Emergency	
Electronic	 Savings	 Accounts	 (“EESAs”)	 to	 address	 two	 concerns.	 	 First,	
EESAs	should	be	designed	to	help	low-	to	middle-income	people	save	for	





to	 endure	 the	 present.	 	 Additionally,	 medical	 savings	 accounts	 are	 too	
limited	 because	 emergencies	 are	 not	 confined	 to	 healthcare	 expenses.		
Furthermore,	this	Article	proposes	that	EESAs	should	include	refundable	
tax	 credits	 paid	 electronically	 as	 matching	 savings	 funds	 deposited	
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The	 federal	 government	 pays	 lip	 service	 to	 the	 simple,	 time-
honored	maxim	of	wise	stewardship	in	preparing	for	personal	financial	
emergencies:	“Save	for	a	rainy	day.”1	 	But	lip	service	is	insufficient	for	
three	primary	reasons.	 	First,	 it	 is	 insufficient	in	the	purest	pragmatic	
sense	that	it	is	not	working.		The	majority	of	Americans	have	little	to	no	
personal	 savings	 available	 to	 endure	 financial	 emergencies:	 in	 one	
recent	survey,	61	percent	of	people	could	not	afford	a	$1,000	emergency	
expense,2	and	the	unexpected	economic	shock	of	COVID-19	laid	bare	on	
a	 nationwide	 scale	 many	 Americans’	 paucity	 of	 emergency	 savings,	
leaving	many	without	 enough	money	 even	 for	 the	 basic	 necessity	 of	
buying	food.3		Furthermore,	approximately	5.4	percent	of	Americans,	or	
7.1	 million	 households,	 remained	 unbanked	 in	 2019,	 prior	 to	 the	
pandemic,4	meaning	they	did	not	have	a	bank	account	at	all,	making	it	






two	 perverse	 effects	 on	 emergency	 savings.	 	 First,	 in	 comparison	 to	











	 3	 Sharon	Cohen,	Millions	of	Hungry	Americans	Turn	to	Food	Banks	 for	First	Time,	
ASSOCIATED	 PRESS	 (Dec.	 7,	 2020),	 https://apnews.com/article/race-and-ethnicity-
hunger-coronavirus-pandemic-4c7f1705c6d8ef5bac241e6cc8e331bb	(noting	that,	as	a	
result	of	the	COVID-19	shutdowns,	“unemployment	skyrocketed	to	14.7	percent,	a	rate	




Banking	 and	 Financial	 Services	 1	 (2019)	 [hereinafter	 2019	 FDIC	 Survey],	 https://







led	 to	 a	 ready-made	 system	 for	 employers	 to	 offer	 401(k)s	 and	
individuals	to	establish	IRAs,	there	is	no	designated	or	default	pathway	
for	emergency	savings,	either	for	companies	to	offer	to	employees	or	for	








tax-favored	 Emergency	 Electronic	 Savings	 Accounts	 (“EESAs”)	 in	
pursuit	 of	 the	 twin	 goals	 of	 (1)	 incentivizing	 low-	 to	 middle-income	
Americans	to	better	prepare	for	financial	emergencies	by	saving	money	




are	 more	 widely	 available	 than	 ever	 before.	 	 Second,	 COVID-19	
prompted	the	federal	government	to	construct	and	embrace,	also	like	
never	 before,	 a	 system	 of	 distributing	 direct	 electronic	 payments	 to	
Americans—a	 system	 that	 can	 be	 leveraged	 to	 aid	 the	 unbanked	 in	
adopting	electronic	bank	accounts.			
The	 goal	 of	 incentivizing	 emergency	 savings	 is	 also	 achievable.		
Federal	tax	policy	already	encourages	and	incentivizes	tax-advantaged	




one	 is	 immune,	 even	 if	 the	 timing	 of	 emergencies	 is	 unpredictable.		
Accordingly,	EESAs	are	appropriate	tools	for	federal	tax	policy	to	deploy	


















they	 fail	 to	 address	 the	 need	 for	 emergency	 savings.	 	 Part	 IV	 then	
proposes	 EESAs	 as	 a	 means	 to	 help	 bring	 unbanked	 people	 into	
mainstream	financial	relationships	and	incentivize	tax-favored,	readily-





for	 unbanked	 and	 middle-	 to	 low-income	 people.	 	 Section	 II.B	
summarizes	the	extensive	Congressional	stimulus	packages	enacted	in	
the	 wake	 of	 COVID-19	 and	 their	 dramatic	 (yet	 temporary)	 effect	 on	








improved	 to	37	percent	of	U.S.	 households	 that	would	not	be	able	 to	
cover	a	$400	expense.11	 	But	in	a	different	2019	survey,	45	percent	of	
respondents	said	they	had	$0	saved,	and	24	percent	had	less	than	$1,000	















$1,000	 expense;	 nevertheless,	 studies	 have	 shown	 that	 low-income	
people	can	and	do	save	money.13	






Furthermore,	 not	 utilizing	 mainstream	 financial	 services	 causes	 the	
unbanked	to	pay	significantly	more	for	basic	 financial	services,	which	
mainstream	banks	often	provide	for	free.16		For	example,	a	low-income	







summarized	 below.	 	Notwithstanding	 the	 flurry	 of	 legislative	 activity	
and	 trillions	 of	 dollars	 in	 stimulus	 funds	 provided	 in	 various	 forms,	
though,	Congress	has	yet	 to	 create	a	definitive	path	 for	Americans	 to	
establish	long-term	emergency	savings	accounts	to	prepare	for	future	
emergencies.	
Savings	 are	 not	 only	 vital	 for	 surviving	 personal	 financial	
emergencies,	 but	more	 broadly,	 savings	 are	 like	 “rocket	 fuel”	 for	 the	
economy.18	 	 In	 the	 absence	 of	 savings,	 when	 the	 COVID-19	 financial	
 












Like	 Housing	 and	 Stocks,	 CNBC	 (Jan.	 7,	 2021,	 1:05	 PM),	 https://www.cnbc.com/
2021/01/07/palihapitiya-says-money-in-savings-will-be-rocket-fuel-for-assets-like-
housing-and-stocks.html?recirc=taboolainternal;	 Misyrlena	 Egkolfopoulou	 &	 Julia	
Fanzeres,	Americans’	Saved-Up	Stimulus	Checks	Could	Bring	Economic	Boost,	BLOOMBERG	




providing	 immediate	 cash	 infusions	directly	 to	U.S.	 households.	 	 This	
approach—reminiscent	of	the	idea	of	dropping	money	to	people	from	a	
helicopter19—provides	 immediate	 assistance	 to	 those	 in	 need	 while	
simultaneously	 encouraging	 spending.	 	 And	 consumer	 spending,	
representing	 approximately	70	percent	of	U.S.	GDP,20	 is	 the	 lubricant	
that	allows	the	U.S.	economy	to	keep	moving,	with	people	continuing	to	





been	 infused	 into	 the	U.S.	 economy	 in	 such	a	 short	 time,	with	COVID	
spending,	on	an	 inflation-adjusted	basis,	surpassing	both	U.S.	military	
spending	 on	 World	 War	 II	 and	 the	 total	 budget	 of	 the	 federal	
government	 from	 as	 recently	 as	 2019.23	 	 From	 stimulus	 payments	
deposited	 directly	 into	 taxpayers’	 bank	 accounts	 (or	 mailed,	 where	
necessary),	to	increased	unemployment	benefits,	to	expanded	child	tax	




	 19	 Ben	 S.	 Bernanke,	 Governor,	 Fed.	 Rsrv.	 Bd.,	 Remarks	 Before	 the	 National	
Economists	 Club,	 Deflation:	 Making	 Sure	 ‘It’	 Doesn’t	 Happen	 Here	 (Nov.	 21,	 2002),	
https://www.federalreserve.gov/boarddocs/Speeches/2002/20021121/default.htm#
fn18	(referencing	“Milton	Friedman’s	famous	‘helicopter	drop’	of	money”).	
	 20	 Kimberly	 Amadeo,	 Personal	 Consumption	 Expenditures,	 Statistics,	 and	Why	 It’s	
Important,	 BALANCE	 (Nov.	 21,	 2020),	 https://www.thebalance.com/personal-
consumption-expenditures-3306107.	




TODAY	 (Mar.	 11,	 2021),	 https://www.usatoday.com/in-depth/news/2021/03/11/
covid-19-stimulus-how-much-do-coronavirus-relief-bills-cost/4602942001/.	
	 23	 Calvin	Woodward,	Warp-Speed	Spending	and	Other	Surreal	Stats	of	COVID	Times,	
ASSOCIATED	 PRESS	 (Mar.	 13,	 2021),	 https://apnews.com/article/us-news-pandemics-
world-war-ii-coronavirus-pandemic-economy-ca4d27105a7a897a737421eda8464c78	
(noting	 that	 COVID	 stimulus	 funds,	 at	 approximately	 $6	 trillion,	 exceed	U.S.	military	
expenditures	in	World	War	II	by	approximately	$1	trillion	and	exceed	the	entire	budget	
of	the	U.S.	government	just	two	years	ago,	which	was	approximately	$4.4	trillion).	
	 24	 COVID-19	 Economic	 Relief,	 U.S.	 DEP’T	 OF	 TREASURY,	 https://home.treasury.gov/
policy-issues/coronavirus	(last	visited	Aug.	30,	2021);	Assistance	for	American	Families	
&	Workers,	U.S.	DEP’T	OF	TREASURY,	https://home.treasury.gov/policy-issues/coronavirus






low-income	 people’s	 access	 to	 broadband,25	 the	 federal	 government	
sent	cash	to	people	like	never	before	to	avoid	the	deeper	recession	that	











wealthy	people	 boosting	 their	 savings.29	 	 After	 the	pandemic,	 only	 in	
March	and	April	of	2020	did	the	bottom	40	percent	of	earners	increase	
 
	 25	 Brian	 Fung,	 FCC	 Approves	 $50	 Monthly	 Internet	 Subsidies	 for	 Low-Income	
Households	 During	 Pandemic,	 CNN	 (Feb.	 26,	 2021),	 https://www.cnn.com/2021/02/
26/tech/fcc-internet-subsidies-pandemic/index.html.	

































their	 share	 of	 cumulative	 personal	 savings.30	 	 From	 May	 through	
December	 2020,	 in	 contrast,	 low-	 to	 middle-income	 people	 depleted	
their	 savings	more	 rapidly	 than	 higher	 earners.31	 	 It	makes	 sense,	 of	
course,	 that	higher-earners	would	save	more,	 for	 the	 straightforward	
reason	that	they	can	cover	their	basic	living	expenses	more	easily	and	
still	have	money	left	over	to	save.	 	But	it’s	also	important	to	note	that	









stimulus	 funds	quickly	and	make	 it	difficult	or	 impossible	 to	save	the	




direct	or	 lasting	way,	Part	 IV	outlines	a	 longer-term	solution	with	 its	






design	 of	 an	 emergency	 savings	 program.	 	 The	 first	 is	 whether	
emergency	 savings	 should	 be	 left	 entirely	 to	 people’s	 initiative	 and	
decision-making,	without	any	“nudges”33	or	government	incentives	(i.e.,	















federal	 government	 should	 require	 people	 to	 contribute	 to	 an	




to	 participate	 (like	 California’s	 “auto-save”	 program34	 or	 the	 British	
NEST	program).35		The	fourth	path	is	the	opt-in	path,	where	the	federal	
government	creates	the	 infrastructure	to	 facilitate	emergency	savings	
and	 designs	 default	 rules	 and	 incentives	 to	 encourage	 emergency	
savings,	but	only	for	those	who	choose	to	participate	(i.e.,	like	existing	
incentives	for	retirement	savings).		This	Article	advocates	for	the	fourth	
path;	 therefore,	 this	 Section	 II.C	 explores	 the	 ethics	 of	 using	 choice	
architecture	and	nudges	to	implement	an	emergency	savings	program.	
The	concept	of	nudges	originated	in	the	early	2000s36	and	quickly	
gained	popularity	as	a	public	policy	 tool	used	around	the	world.37	 	 In	




program.39	 	 Either	 way,	 the	 person	 retains	 freedom	 of	 choice	 to	




ment	 Savings	 Landscape,	 MARKETWATCH	 (Aug.	 18,	 2019),	 https://www.mar-
ketwatch.com/story/9-ways-californias-new-retirement-plan-changes-the-retire-
ment-savings-landscape-2019-08-16.	 	Compare	Richard	H.	Thaler,	State	IRA	Plans	Are	





	 35	 Alessandra	Malito,	UK	Companies	Are	Required	 to	Enroll	Workers	 in	Retirement	
Plans—And	 Its	 Helping	 Them	 Save	 More,	 MARKETWATCH	 (Sept.	 15,	 2019),	 https://
www.marketwatch.com/story/uk-companies-are-required-to-enroll-workers-in-re-
tirement-plans-and-its-helping-them-save-more-2019-09-06.	
	 36	 RICHARD	H.	THALER	&	CASS	R.	SUNSTEIN,	NUDGE:	 IMPROVING	DECISIONS	ABOUT	HEALTH,	
WEALTH,	AND	HAPPINESS	3–6	(2008);	Cass	R.	Sunstein	&	Richard	H.	Thaler,	Libertarian	Pa-
ternalism	Is	Not	an	Oxymoron,	70	U.	CHI.	L.	REV.	1159,	1191	(2003).	
















the	 program	 designer.44	 	 Nonetheless,	 the	 potential	 for	 abuse	 and	
manipulation	 is	 clear	 because	 the	 program	 designer	 is	 intentionally	
influencing	the	context	of	an	individual’s	choice.45	
But	 it	 is	 also	 clear	 that	 nudges	 are	 inevitable,	whether	 they	 are	
consciously	 used	 to	 influence	 a	 person’s	 decision	 or	 simply	 arise	




emergency	savings	proposal.	 	Nudges	began	as	a	 tool	 for	government	
policy	 but	 are	 also	 becoming	 increasingly	 commonplace	 in	 private	
business,	 in	areas	such	as	compliance.48	 	This	Article’s	EESA	proposal	




government	 should	 not	 encourage	 people	 to	 create	 an	 emergency	
savings	account	and	then	fail	to	provide	a	path	to	do	so.50		Furthermore,	










	 45	 Heidi	 M.	 Hurd,	 Fudging	 Nudging:	 Why	 ‘Libertarian	 Paternalism’	 Is	 the	
Contradiction	It	Claims	It’s	Not,	14	GEO.	J.L.	&	PUB.	POL’Y	703,	731	(2016)	(casting	doubt	
on	 the	 idea	 that	 “choice	 architecture	 that	 is	 chosen	 for	 us	 is	 of	 no	 different	 moral	
significance	than	choice	architecture	that	 is	the	product	of	natural	happenstance	and	










savings	 and	 multiple	 programs	 in	 which	 retirement	 savers	 may	
participate.51	 	 But	 no	 incentives	 or	 programs	 exist	 for	 emergency	
savings.	 	 In	addition,	higher	 income	people	are	more	able	 to	 save	 for	










social	 security.	 	 But	 even	 if	 people	 are	 not	 forced	 to	 participate	 in	
emergency	 savings	 accounts,	 then	 the	 question	 still	 remains:	 should	
people	be	free	to	opt	in	to	an	emergency	savings	account	if	they	want	to	









in	 situations	where	 sub-optimal	 default	 rules	 are	 in	 place,	 there	 is	 a	
“tendency	of	poorer	people	to	stay	with	even	detrimental	defaults	.	.	.	.”54		
In	other	words,	lower-income	savers	are	less	likely	than	higher-income	
savers	 to	 opt	 out	 of	 sub-optimal	 default	 arrangements.	 	 The	 current	
default	 arrangement	 for	 emergency	 savings	 is	 to	 not	 provide	 an	









(2016),	where	Sunstein	 indicates	 that	 “[s]imilar	 findings	have	been	made	elsewhere,	








accounts,	 this	 Article	 applies	 Sunstein’s	 ethical	 framework	 of	 four	
criteria	for	evaluating	default	rules,	plus	Roberts’	fifth	criterion,	before	
raising	 Hurd’s	 criticism	 of	 whether	 nudging	 is	 an	 appropriate	
framework	 at	 all.	 	 Sunstein’s	 framework	 is	 intended	 to	 encourage	
policymakers	to	use	default	rules	(or	other	nudges)	in	an	ethical	manner	
by	 evaluating	 them	 in	 terms	 of	 four	 principles:	 “(1)	 welfare,	 (2)	
autonomy,	(3)	dignity,	and	(4)	self-government.”55	 	Also,	to	the	extent	




financial	 condition	 in	 times	 of	 emergency.	 	 Second:	 autonomy.	 	 As	
explained	in	Part	IV,	EESAs	are	independently	owned	and	freely	chosen,	
not	government-owned	or	mandatory.		Third:	dignity.		EESAs	recognize	
the	 inherent	worth	 of	 all	 people,	 regardless	 of	 income	 level,	 because	
EESAs	 are	 targeted	 to	 both	 help	 those	 most	 in	 need	 of	 emergency	
savings	and	draw	the	unbanked	into	mainstream	banking	relationships,	
as	explained	 in	Part	 IV.	 	Fourth:	 self-government.	 	To	 the	extent	 self-
government	applies	to	EESAs,	the	accounts	are	designed	to	help	people	
depend	 on	 their	 own	 resources	 (i.e.,	 govern	 themselves)	 in	 times	 of	
emergency.	 	Fifth:	distributive	 justice.	 	The	EESA	proposal	recognizes	
that	 tax	 incentives	 currently	 flow	 to	 retirement	 accounts,	which	 low-
income	people	are	less	likely	to	own,	but	EESAs	are	explicitly	intended	
to	benefit	middle-	to	low-income	people,	such	as	through	income	phase-
outs	 and	 refundable	 tax	 credits	 paid	 as	 matching	 EESA	 funds,	 as	
explained	 in	 Part	 IV.	 	 Thus,	 EESAs	 are	 aligned	 with	 distributing	
resources	 and	 financial	 incentives	 in	 a	way	 that	 benefits	 low-income	
people.	
The	five-criteria	framework,	therefore,	suggests	that	a	default	rule	
whereby	 people	 are	 automatically	 enrolled	 in	 EESAs	 may	 be	
appropriate.		But	the	ethical	inquiry	is	not	complete.		There	are	at	least	
three	 important	 reasons	 to	 resist	 a	 default	 rule	 that	 would	 require	




as	 implicit	 in	 the	 consideration	 of	 Sunstein’s	 four	 principles.	 	 Id.	 at	 1053	 (framing	
Sunstein’s	four	principles	succinctly	as	suggesting	that	“governments	should	give	their	




income	 people	 are	 less	 likely	 to	 opt	 out	 of	 detrimental	 default	







when	the	sacrifice	of	current	 income	 is	 too	severe.	 	Coupled	with	 the	




itself.57	 	 In	 other	 words,	 whether	 a	 person	 should	 or	 should	 not	
participate	in	an	EESA	is	a	choice	best	left	to	the	individual,	even	if	the	
individual	makes	a	sub-optimal	choice.	
On	 balance,	 then,	 this	 Article	 advocates	 leaving	 the	 default	 rule	
decision	to	each	implementer	of	an	EESA,	not	prescribing	a	one-size-fits-
all	 requirement.	 	 As	 described	 in	 Part	 IV,	 on	 a	 case-by-case	 basis,	 an	
employer	 could	 be	 justified	 in	 creating	 a	 program	 to	 automatically	








place.	 	 Creating	 EESAs	 as	 an	 automated,	 tax-favored,	 accessible,	 and	
flexible	account	for	emergency	savings	is	the	ethical	first	step	to	take.		
The	opt	in	or	opt	out	decision	should	not	be	government	mandated	and	














delivers	 effectively	 on	 its	 promise,	 containing	 well-intentioned	 and	
accurate	recommendations	and	justifications	for	building	up	emergency	
savings.	 	For	 instance,	would-be	savers	are	 told	 that	 “[a]n	emergency	







But	 after	 describing	 the	 virtues	 of	 emergency	 savings,	 it	 is	
incongruous,	 if	 not	 hypocritical,	 that	 the	 Essential	 Guide	 cannot	 then	
lead	people	 to	an	account	designed	 for	emergency	savings.	 	The	 fault	
does	not	lie	with	the	CFPB,	for	such	an	account	does	not	exist.		As	Section	
III.A	 explains,	 instead	 of	 leading	 people	 to	 a	 designated	 emergency	
savings	 account,	 the	 Essential	 Guide	 notes	 that	 people	 without	
emergency	 savings	 often	must	 resort	 to	 taking	 out	 high	 interest	 rate	
loans	 or	 carrying	 credit	 card	 balances.61	 	 To	 avoid	 those	 costly	 and	
potentially	predatory	options,62	 the	Essential	Guide	exhorts	people	 to	
use	 a	 standard	 checking	 or	 savings	 account	 for	 emergency	 savings.63		




but	 which	 can	 double	 as	 vehicles	 for	 emergency	 savings,	 such	 as	
accounts	 for	 retirement	 or	 medical	 expenses.	 	 Certain	 tax-favored	
 
	 58	 An	 Essential	 Guide	 to	 Building	 an	 Emergency	 Fund,	 CONSUMER	 FIN.	 PROTECTION	









a	 structural	 problem,”	 but	 also	 recognizing	 that	 “there	 are	 aspects	 of	 fringe	 lending	























fill	 an	 economic	 niche,	 and	 from	 a	 purely	 economic	 standpoint,	 such	
loans	 can	 be	 beneficial.66	 	 People	 taking	 out	 such	 loans	may	 have	 no	
other	lending	options,	so	taking	out	a	short-term,	high-interest	rate	loan	





































spender,	 in	 contrast,	maximizes	 the	 full	purchasing	power	of	 the	$80	
immediately	and	avoids	any	risk	of	loss	due	to	inflation.	







percent	gain.	 	But	 in	this	more	optimistic	scenario,	 the	saver’s	gain	 is	
then	 taxed,	 so	 out	 of	 the	 $10	 gain,	 the	 saver	 keeps	 $8,	which	 is	 a	 10	
percent	 after-tax	 gain	 (using	 the	 same	 20	 percent	 tax	 rate	 that	 was	
applied	 to	 the	 wages	 initially).	 	 Of	 course,	 inflation	 reduces	 the	
purchasing	power	of	the	10	percent	gain,	so	if	inflation	were	equal	to	4	
percent,	the	saver’s	gain	would	be	reduced	to	6	percent.	
Yet	 again,	 then,	 the	 Essential	 Guide	 proves	 to	 be	 accurate	 but	
euphemistic.		Yes,	“putting	any	money	aside	can	feel	difficult,”	especially	
“[i]f	you’re	living	paycheck	to	paycheck,”71	but	it’s	more	than	difficult.		
Adding	 in	 the	 dual	 risks	 of	 losing	 value	 to	 inflation	 or	 through	 bad	
investments	 and	 the	 taxation	 of	 any	 gains,	 saving	 money	 can	 seem	
downright	foolish,	especially	in	times	of	high	inflation	or	low	(or	even	
negative)	 interest	 rates.72	 	 In	 view	 of	 these	 downsides,	 tax	 policy	
 




cash,	 but	 instead	 investing	 in	 crypto	 currency,	 because	 “[w]hen	 fiat	 currency	 has	
negative	real	 interest,	only	a	 fool	wouldn’t	 look	elsewhere.”	 	Theo	Golden,	Elon	Musk	
WROLDSEN	(DO	NOT	DELETE)	 11/19/21		5:20	PM	
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provides	 various	 incentives	 to	 savers	 to	 remove	 double	 taxation	 on	
savings	in	certain	types	of	accounts,	as	discussed	below	in	Section	III.C.		
Checking	 and	 savings	 accounts,	 however,	 enjoy	 no	 such	 special	
treatment	 and	 are	 thus	 undesirable	methods	 for	 saving	money.	 	 The	
Essential	Guide	is	right	to	encourage	emergency	savings,	but	tax	policy	
should	follow	suit	and	pave	the	way	for	emergency	savings	instead	of	
erecting	 the	 additional	 barrier	 of	 double	 taxation	 on	 savings	 held	 in	
standard	bank	accounts.73	
C.		Tax-Favored	Accounts	
Recognizing	 the	 unfairness	 of	 a	 double	 tax	 on	 savers,	 tax	 policy	
does	 pave	 the	 way	 for	 certain	 types	 of	 tax-advantaged	 savings,	 as	
discussed	 below.	 	 Unfortunately,	 in	 relation	 to	 these	 other	 types	 of	
savings,	 the	 Essential	 Guide	 mentions	 an	 additional	 negative	
consequence	 of	 lacking	 an	 emergency	 savings	 account:	 without	
emergency	 savings,	 “[people]	 may	 also	 pull	 from	 other	 savings,	 like	
retirement	 funds,	 to	 cover	 [emergency]	 costs.”74	 	 That	may	 be	 a	 less	
egregious	euphemism	than	glossing	over	the	risks	and	disproportionate	
impact	of	high	interest	rate	loans;	nonetheless,	robbing	one’s	retirement	
funds	 due	 to	 inadequate	 reserves	 for	 present-day	 emergencies	 is	 a	
serious	consequence	in	its	own	right.		In	fact,	as	financial	advisers	warn,	
“[t]apping	 into	 your	 retirement	 plan	 in	 case	 of	 emergency	 should	 be	
your	 last	 resort.”75	 	 But	 the	 last	 resort	 is	 precisely	 where	 tax	 policy	
leaves	many	people	when	dealing	with	emergency	expenses.	




below	 also	 explains	 why	 these	 paths	 are	 insufficient	 for	 emergency	





MKTS.	 INSIDER	 (Feb.	 20,	 2021,	 6:15	 AM),	 https://markets.businessinsider.com/
currencies/news/elon-musk-admits-on-twitter-that-bitcoin-and-ethereum-seem-high-
2021-2-1030103846.	
	 73	 McCaffery,	 supra	 note	 6	 at	 900	 (recognizing	 that	 “[i]t	 is	 simply	 a	 difficult	 and	








Tax	 policy	 provides	 significant	 tax	 incentives	 for	 retirement	
savings.		Two	of	the	most	common	vehicles	for	tax-favored	retirement	
savings	are	outlined	below:	 individual	 retirement	accounts	 (“IRAs”)76	
and	employer-sponsored	401(k)	plans.77		These	accounts	are	evaluated	





to	avoid	 the	 initial	 tax	on	wage	earnings;	 thus,	 they	have	 come	 to	be	







withdrawn;	 thus,	 contributions	 to	 a	 traditional	 IRA	 (or	 a	 traditional	
401(k))	are	“pre-tax”	contributions,	as	the	initial	tax	is	waived	but	the	
second	 tax	 is	 collected	 when	 investment	 gains	 are	 realized.82	 	 In	
contrast,	Roth	IRAs	allow	savers	to	pay	the	initial	tax	on	their	earnings	
and	 contribute	 “after-tax”	 money	 to	 the	 Roth	 IRA.83	 	 After	 the	
contribution,	 the	 capital	 appreciation	 in	 the	 Roth	 IRA	 (or	 the	 Roth	
401(k))	 is	 not	 taxed,	 as	 the	 funds	 invested	 were	 taxed	 before	 being	
saved.84			
IRAs	 are	 open	 to	 middle-	 and	 low-income	 earners	 and	 exclude	




Roth	 IRAs],	 https://www.irs.gov/retirement-plans/traditional-and-roth-iras	 (last	 vis-
ited	Apr.	26,	2021).	













tax-deductible	contributions	 to	a	 traditional	 IRA	currently	phases	out	
progressively	with	income	between	$66,000	and	$76,000,	with	no	tax-
deductible	 contributions	 allowed	 in	 any	 year	 where	 an	 individual’s	
adjusted	gross	 income	exceeds	$76,000.85	 	 For	a	Roth	 IRA,	 individual	
contributions	phase	out	progressively	with	income	between	$125,000	
and	 $140,000	 and	 are	 prohibited	 entirely	 at	 incomes	 above	 the	
$140,000	 threshold.86	 	 For	 joint	 filers,	 the	 progressive	 phase-out	 for	
traditional	IRAs	applies	to	income	between	$104,000	and	$124,000;	for	




(or	 to	 a	 401(k)	 or	 to	 several	 other	 types	 of	 tax-favored	 accounts).88		





tax	 credit	 of	 10	 percent	 (instead	 of	 50	 percent)	 of	 the	 amount	
contributed.90		To	illustrate,	a	50	percent	credit	means	that	$1,000	saved	
reduces	a	person’s	 taxes	by	$500,	dollar-for-dollar;	however,	because	
the	 credit	 is	 nonrefundable,	 if	 the	 amount	 of	 the	 credit	 exceeds	 the	
person’s	tax	liability,	then	the	excess	amount	of	the	credit	is	lost.91	
Whereas	 people	 whose	 annual	 income	 exceeds	 the	 IRA	 income	
thresholds	 are	 prohibited	 from	 making	 any	 IRA	 contributions	 at	 all	
during	the	year	in	which	their	income	exceeds	the	thresholds,	employer-
sponsored	 401(k)	 plans	 (both	 traditional	 and	 Roth)	 are	 significantly	



















during	 the	 first	 six	 months	 of	 the	 year,	 the	 person	 may	 defer	 up	 to	
$19,500	during	those	six	months.	 	The	contributions	made	during	the	
first	 six	 months	 of	 the	 year	 are	 still	 valid	 even	 though	 the	 person	
continues	earning	money	during	the	latter	half	of	the	year	and	brings	his	
or	 her	 total	 annual	 income	 to	 significantly	 more	 than	 $290,000.	 	 In	
addition,	 the	 individual’s	 employer	may	 contribute	 to	 the	 employee’s	
401(k)	 up	 to	 a	 maximum	 aggregate	 amount	 of	 $58,000	 per	 year	
(employer	and	employee	contributions	combined).93		In	short,	for	high-
income	earners,	 the	employer-sponsored	401(k)	 is	 significantly	more	
generous	than	the	individually-funded	IRA.	
Because	 IRAs	 and	 401(k)s	 are	 designed	 as	 retirement	 accounts,	
withdrawing	 money	 early	 (i.e.,	 before	 the	 retirement	 age	 of	 59½)	
normally	leads	to	a	10	percent	income	tax	penalty.94		But	there	are	two	





account	 for	 at	 least	 five	 years	 and	 the	 withdrawal	 is	 for	 an	 eligible	
purpose	 (such	 as	 a	 first-time	 home	 purchase	 or	 after	 becoming	
disabled).96	 	 Second,	 a	 person	 may	 withdraw	 any	 funds	 from	 a	
traditional	 IRA,	 penalty	 free	 and	 prior	 to	 retirement	 age,	 only	 if	 the	
withdrawal	 qualifies	 for	 certain	 exceptions.97	 	 Such	 exceptions	 are	
broader	than	the	permitted	withdrawals	from	a	Roth	IRA	but	are	still	
limited	to	items	such	as	medical,	college,	or	reservist	expenses,	birth	or	
adoption	 expenses,	 and	 disability	 expenses,	 among	 others.	 98	 	 For	
401(k)s,	 eligible	 hardship	 withdrawals	 include	 expenses	 such	 as	 the	
 
	 92	 401(k)	 Plans	 -	 Deferrals	 and	Matching	When	 Compensation	 Exceeds	 the	 Annual	
Limit,	 INTERNAL	 REVENUE	 SERV.,	 https://www.irs.gov/retirement-plans/401k-plans-de-
ferrals-and-matching-when-compensation-exceeds-the-annual-limit	 (last	 visited	 Apr.	
26,	2021).	
	 93	 Id.	











purchase	 of	 a	 primary	 residence,	 payments	 necessary	 to	 prevent	
eviction	or	foreclosure,	medical	bills,	college	tuition,	or	funeral	costs.99	
Tax	 policy	 thus	 recognizes	 the	 legitimacy	 of	 early	 withdrawals	
from	 tax-favored	 retirement	 accounts	 for	 certain	 expenses,	 including	
some	 emergency	 expenses.	 	 But	 the	 process	 for	 gaining	 approval	 for	
early	withdrawals	 from	401(k)s	 is	often	cumbersome	and	difficult,	as	
retirement	 accounts	 are	 designed	 for	 retirement,	 not	 for	
emergencies.100	 	Early	withdrawals	are	exceptions,	not	the	default	 for	
which	the	accounts	are	built.101		Emphasizing	that	retirement	accounts	
are	 not	 designed	 for	 emergencies,	 “[f]inancial	 planners	 consistently	
stress	that	your	401(k)	account	does	not	work	very	well	as	a	savings	
account	or	emergency	 fund—the	money	 is	hard	 to	get,	 the	process	 is	
time	consuming,	and	the	damage	you	can	do	to	your	retirement	savings	




account.103	 	 Similarly,	 Congress	 increased	 the	 limit	 for	 hardship	
distributions	 and	 spread	 out	 the	 income	 tax	 on	 distributed	 amounts	





Furthermore,	 retirement	 accounts	 are	 ill-suited	 as	 vehicles	 for	
emergency	 savings	 because	 they	 disproportionately	 favor	 those	who	
have	the	luxury	of	saving	excess	current	income	to	prepare	for	future	
retirement	 (i.e.,	 middle-	 to	 high-income	 people).	 	 Approximately	 75	
percent	of	people	who	earn	at	least	$36,000	participate	in	a	retirement	

























a	 low-income	worker’s	 average	 annual	 career	 earnings	 (adjusted	 for	
inflation).107		Coupled	with	the	decline	in	expenses	that	tends	to	occur	in	
retirement,	 it	 is	 rational	 for	 low-income	 earners	 to	 rely	 on	 social	
security	benefits	and	not	reduce	their	scarce	current	income	to	bolster	
their	 retirement	 income.108	 	 In	 contrast	 to	 retirement	 savings,	 this	
Article	contends	that	saving	for	emergency	expenses	is	more	urgent	and	
justifiable	 for	 low-income	 earners;	 accordingly,	 Part	 IV	 proposes	 a	
savings	 policy	 designed	 around	 helping	 low-income	 people	 make	 it	
through	 everyday	 emergencies.	 	 Such	 a	 savings	 policy	 resists	
perpetuating	the	emphasis	on	retirement	savings	as	an	adequate	source	





in	 multiple	 types	 of	 medical	 savings	 accounts.109	 	 Two	 of	 the	 most	
common,	 Health	 Savings	 Accounts	 (“HSAs”)	 and	 Flexible	 Spending	
Arrangements	 (“FSAs”),	 are	 briefly	 summarized	 below.110	 	 Like	 the	
availability	 of	 hardship	 withdrawals	 from	 retirement	 accounts,	 the	
existence	 of	 tax-favored	 medical	 savings	 accounts	 implicitly	
 
pushing-poor-people-to-save-more-for-retirement-2019-09-12	 (citing	 statistics	 from	
the	Bureau	of	Labor);	see	also	Monique	Morrissey,	The	State	of	American	Retirement,	
ECON.	POL’Y	INST.	(Dec.	10,	2019),	https://www.epi.org/publication/the-state-of-ameri-






	 109	 Beyond	HSAs	and	FSAs	discussed	 in	 this	article,	additional	 tax-favored	savings	
accounts	 for	 medical	 expenses	 include	 such	 other	 savings	 vehicles	 as	 Health	
Reimbursement	Arrangements	(HRAs)	and	Medical	Savings	Accounts	(Archer	MSAs	or	
Medicare	Advantage	MSAs).	 	See	Publication	969	(2020),	Health	Savings	Accounts	and	











making	 HSAs,	 FSAs,	 and	 other	 tax-favored	 medical	 savings	 accounts	
inadequate	for	emergency	preparedness.	






Only	 people	 covered	 under	 a	 high-deductible	 health	 care	 plan	 are	
eligible	for	an	HSA.113	 	Two	of	the	most	salient	characteristics	of	HSAs	
include	 the	 following.	 	 First,	 employers	 or	 individuals	 are	 allowed	 to	
make	contributions	to	the	accounts,	which	are	owned	by	the	employee	
and	 portable	 (i.e.,	 retained	 by	 the	 employee	 after	 a	 job	 change).114		















cover	 insurance	premiums,	 such	as	 for	 long-term	care	or	 continuation	of	 care	under	
COBRA).		Pursuant	to	the	CARES	Act,	after	2019,	the	use	of	HSA	funds	was	expanded	to	
include	over-the-counter	medicine	or	menstrual	 care	products.	 	 IRS,	Publication	969,		
supra	note	109	(click	on	“What’s	New”).	
	 113	 IRS,	 Publication	 969,	 supra	 note	 109	 (click	 on	 “High	 Deductible	 Health	 Plan	










FSA	 funds	 each	 year.117	 	 Like	 HSA	 contributions,	 an	 employee’s	 FSA	





does	 appropriately	 exempt	 from	 double	 taxation	 certain	 savings	 set	
aside	for	medical	expenses.		Many	medical	expenses,	though,	are	known	
in	 advance,	 such	 as	 annual	 visits	 to	 an	 eye	 doctor;	 therefore,	 to	 the	




vehicles	 for	 emergency	 preparedness	 (even	 if	 that	 preparedness	 is	
solely	for	emergency	medical	expenses),	such	as	allowing	the	owner	to	
hold	the	funds	over	the	long	term,	invest	the	funds,	and	retain	the	funds	






into	 the	 emergency	 savings	 accounts	 proposed	 in	 Part	 IV.	 	 Through	
ABLE	accounts,	 individuals	with	disabilities—and	 family	members	or	
other	 supporters	 of	 such	 individuals—may	 save	 money	 in	 a	 tax-










	 119	 IRS,	Publication	969,	 supra	 note	109	 (click	on	 “Amount	of	Contribution”	under	
“Contributions	to	an	FSA”).	
	 120	 Spotlight	on	Achieving	a	Better	Life	Experience	(ABLE)	Accounts—2021	Edition	SOC.	
SECURITY	ADMIN.	 [hereinafter	 SSA,	Spotlight	 on	 ABLE	Accounts],	 https://www.ssa.gov/





education	 costs.121	 	 Certain	 restrictions	 apply,	 such	 as	 requiring	
someone	 who	 withdraws	 funds	 for	 housing	 expenses	 to	 spend	 the	
money	in	the	same	month	of	the	withdrawal.122	
Another	 noteworthy	 feature	 of	 ABLE	 accounts	 is	 that	 the	 first	
$100,000	saved	does	not	count	against	a	person’s	eligibility	for	federal	
assistance,123	 such	 as	 Supplemental	 Security	 Income	 (“SSI”)	 or	 Social	
Security	Disability	Insurance	(“SSDI”).124		In	contrast,	when	low-income	




that	a	married	couple	with	 two	children	would	 lose	almost	$3,500	 in	
benefits	if	their	liquid	assets	(such	as	savings	in	a	retirement	or	checking	




disproportionate	 amount	 of	 the	 person’s	 benefits.	 	 At	 some	 point,	 of	
course,	 benefits	must	 decline	 as	 a	 person	 rises	 out	 of	 poverty,	 but	 a	
system	perpetuates	poverty	when	it	creates	disincentives	to	even	start	
saving	 an	 initial	 amount.	 	 It	 is	 hardly	 the	 case	 that	merely	 by	 saving	
$1,500	 a	 family	 of	 four	 has	 escaped	 poverty,	 and	 regardless,	 losing	
$3,500	 in	 benefits	 in	 exchange	 for	 saving	 $1,500	 creates	 a	 perverse	
incentive	to	avoid	saving.	
With	 their	 focus	 on	 helping	 individuals	 with	 disabilities,	 ABLE	
accounts	 have	 a	 different	 and	 far	 narrower	 purpose	 than	 preparing	












	 124	 SSA,	 Spotlight	 on	 ABLE	 Accounts,	 supra	 note	 120;	 CAL.	 DEP’T	 OF	 SOC.	 SERVS.,	
Frequently	 Asked	 Questions	 About	 ABLE	 Accounts,	 https://www.cdss.ca.gov/benefits-
services/more-services/calable/calable-faq	(last	visited	Sept.	24,	2021).	







Nonetheless,	 as	 explained	 in	 Part	 IV,	 three	 characteristics	 of	 ABLE	







before	 progressing	 to	 this	 article’s	 proposal	 in	 Part	 IV.	 	 Individual	
Development	 Accounts	 (“IDAs”)	were	 established	 in	 the	 1990s	 as	 an	
anti-poverty	 measure.127	 	 Although	 individual	 states,	 foundations,	
corporations,	 or	 other	 private	 donors	 may	 still	 fund	 IDA	 programs,	
Congress	terminated	the	primary	funding	source	for	IDAs	in	2017	when	
the	Assets	 for	 Independence	 (“AFI”)	 program	did	 not	 receive	 federal	
funding.128		Nonetheless,	it	is	useful	to	consider	the	structure	of	IDAs—
specifically,	 two	 of	 their	 deficiencies	 and	 one	 of	 their	 virtues—when	
designing	savings	accounts	for	emergency	expenses.	
Through	 IDAs,	 the	 AFI	 program	 was,129	 and	 remaining	 state	
programs	are,130	“a	community-based	approach	for	giving	low-income	
families	 a	hand	up	out	of	poverty.”131	 	 Grants	 are	made	 to	non-profit	
organizations,	which	then	administer	IDAs	for	low-income	individuals	
on	a	local	basis.132		The	administering	non-profits	select	qualifying	low-
income	 individuals,	 provide	 financial	 literacy	 training,	 and	 distribute	






Homeownership,	DEP’T	HOUSING	&	URB.	DEV.	 [hereinafter	 HUD,	 Individual	 Development	
Accounts],	 https://www.huduser.gov/portal/periodicals/em/fall12/highlight2.html	
(last	visited	Apr.	26,	2021)	(reviewing	the	history	and	results	of	IDAs).	
	 128	 Assets	 for	 Independence	 (AFI),	DEP’T	HEALTH	&	HUM.	SERVS.	 [hereinafter	HHS,	AFI	
Program],	https://www.acf.hhs.gov/ocs/programs/afi	(last	visited	Apr.	26,	2021).	
	 129	 Id.	












small	 business,	 higher	 education,	 or	 purchasing	 a	 home,	 and	 some	







of	 the	 federal	 poverty	 level.136	 	 But	 even	middle-income	 people	 lack	
emergency	savings;	thus,	the	IDA	model	is	too	restrictive	for	emergency	
savings	 accounts.	 	 Second,	 the	 IDA	 model	 is	 not	 uniform	 because	 it	
allows	each	administering	non-profit	organization	to	define	the	precise	
requirements	 for,	 and	benefits	of,	 IDA	participation.137	 	Whatever	 the	
virtues	 of	 allowing	 local	 experimentation	 in	 poverty	 alleviation	
programs,	 emergency	 savings	 accounts	 should	 be	 standard	 account	
types	 available	 at	 nationwide	 financial	 institutions	 (not	 merely	 local	
banks	and	credit	unions)	to	facilitate	widespread	use	and	adoption	by	
individuals	and	employers	alike.	
But	 one	 characteristic	 of	 IDAs	 should	 be	 incorporated	 into	
emergency	savings	accounts:	matching	contributions.		IDA’s	2:1	or	1:1	
matching	 incentive	 is	 worthwhile	 to	 help	 people	 overcome	 the	
difficulties	of	postponing	consumption	and	saving	money.		To	the	extent	
emergency	 savings	 accounts	 include	 government	 subsidies	 for	 low-
income	people,	like	the	saver’s	tax	credit,	the	subsidy	payments	should	
be	deposited	and	held	in	the	emergency	savings	accounts	themselves,	
similar	 to	 an	 employer	 match	 in	 a	 401(k)	 plan.	 	 This	 approach	 is	
contrary	to	current	tax	credit	programs,	like	the	saver’s	credit,138	which	
provide	direct	payments	to	eligible	taxpayers	instead	of	depositing	the	














Good	 intentions	 have	 not	 resulted	 in	 good	 policy.	 	 The	 CFPB’s	
Essential	Guide	is	correct	to	encourage	people	to	create	an	emergency	
savings	 account;	 sadly,	 no	 designated	 account	 for	 emergency	 savings	
exists.	 	 Accordingly,	 Part	 IV	delineates	 this	Article’s	 proposal	 for	 tax-
favored	EESAs	to	accomplish	two	goals.		First,	EESAs	should	provide	a	
tax-favored	 way	 for	 low-	 to	 middle-income	 people	 to	 save	 for	 life’s	
emergencies.	 	 Additionally,	 EESAs	 should	be	 structured	 to	 encourage	





EESAs	 are	 necessary	 because	 emergencies	 are	 a	 fact	 of	 life	 that	
afflict	 all	 people	 indiscriminately.	 	 And,	 unfortunately,	 the	 present	
options	 for	 emergency	 savings	 are	 either	 nonexistent	 or	 deficient.		
Accordingly,	 the	 following	 principles	 and	 priorities	 should	 guide	 the	
design	and	development	of	EESAs.	
First,	EESAs	should	put	the	government’s	actions	where	its	words	
are:	 no	more	 empty	 encouragement	 to	 save	 for	 a	 rainy	 day	 without	
providing	a	path	to	do	so.		The	overarching	point	of	EESAs	is	to	avoid	
hypocrisy	 and	 not	 double-tax	 those	 who	 follow	 the	 government’s	




goal	 should	 not	 be,	 for	 example,	 to	 suddenly	 or	 continually	 provide	
everyone	 with	 the	 recommended	 amount	 of	 three	 to	 six	 months	 of	
emergency	savings,139	which	is	akin	to	what	recent	stimulus	measures	




be	 used	 up	 by,	 or	 insufficient	 for,	 a	 single	 emergency	 expense	 the	
following	year.		But	the	most	important	initial	goal	of	EESAs	is	to	forge	













EESAs	as	additional	employee	benefits,	 like	401(k)s,	or	 individuals	 to	
establish	 EESAs	 separate	 from	 their	 employer,	 like	 IRAs.	 	 Employers	
should	 be	 allowed	 to	 contribute	 to	 their	 employees’	 EESAs,	 and	
individual	account	owners	should	be	allowed	to	contribute	to	their	own	
EESAs	either	through	salary	deductions	or	separate	contributions;	thus,	
independent	 contractors	 or	 others	 who	 do	 not	 receive	 employee	
benefits	 from	 an	 employer	 may	 establish	 EESAs	 individually	 and	
independently.	
Furthermore,	it	can	be	confusing	for	employees	to	manage	multiple	







barrier	 for	 the	 employee	 to	 make	 contributions	 to	 any	 EESA	 the	
employee	desires.	 	 In	 the	 same	way	 employers	 require	 employees	 to	
complete	 a	 direct	 deposit	 form	 with	 the	 employee’s	 bank	 account	
information	 for	 bi-weekly	 or	 monthly	 salary	 payments,	 so	 should	
employers	accept	any	EESA	for	making	periodic	deposits	of	emergency	
cash	savings	into	the	employee’s	chosen	EESA.	







EESAs	 should	 be	 as	 easy	 to	 open	 as	 IRAs.	 	 For	 example,	 Vanguard,	 a	
leading	financial	services	firm	that	offers	low-cost	retirement	and	other	
accounts,	 already	 provides	 detailed	 information	 recommending	 how	








well-intentioned	 recommendations,	 there	 is	 no	 emergency	 savings	
account	 for	 companies	 to	 offer,	 only	 a	 standard	 	 (and	 double-taxed)	
savings	 account.142	 	 In	 contrast,	 Vanguard	 offers	 multiple	 tax-










hardship	withdrawal	 from	a	401(k),	 in	 contrast,	 can	be	exceptionally	
difficult	and	time	consuming,	so	much	so	that	Congress	even	passed	an	
emergency	measure	to	loosen	the	401(k)	withdrawal	rules	during	the	




(or	 the	 need	 for	 an	 act	 of	 Congress!)	 to	 withdraw	 EESA	 funds	 is	
untenable.	
It	 is	 appropriate	 that	medical	 savings	 accounts	 (like	HSAs)	have	
higher	annual	contribution	amounts	than	EESAs	because	withdrawals	












	 142	 E.g.,	 Where	 to	 Put	 Your	 Emergency	 Fund,	 VANGUARD,	 https://investor.van-
guard.com/emergency-fund/where-to-put-emergency-fund	(last	visited	Apr.	26,	2021)	








expenses	 in	 a	 bona	 fide	 time	 of	 need	 (and	 not	 for	 a	 vacation,	 for	
example).	 	 It	 is	 also	 appropriate	 to	 require,	 like	 ABLE	 accounts,	 that	




is	 less	 significant.	 	 In	an	 IRS	audit,	people	who	withdrew	EESA	 funds	
would	 have	 to	 demonstrate	 that	 the	 funds	were	 used	 for	 emergency	
expenses,	which	should	help	avoid	blatant	misuse	of	the	funds	for	non-
emergency	 purposes.	 	 But	 creating	 a	 system	with	 elaborate	 rules	 for	
withdrawal	 would	 be	 nearly	 impossible	 to	 administer	 and	 would	




eligibility	 for	 federal	 assistance	 programs.	 	 As	 emergency	 savings	
accounts,	EESAs	are	not	meant	to	hold	large	sums	of	money,	but	rather	







credit,	 not	 a	 deduction,	 to	 avoid	duplicating	 the	 same	 inequality	 that	
currently	 exists	with	 the	 tax	 deduction	 available	 for	 contributions	 to	
traditional	 IRAs.	 	 Because	 marginal	 tax	 rates	 increase	 as	 a	 person’s	
income	increases,	tax	deductions	are	worth	more	to	people	in	higher-
income	brackets.		For	example,	a	low-income	person	in	the	12	percent	






Instead	 of	 a	 deduction,	 the	 EESA	 tax	 credit	 should	 have	 three	
distinguishing	attributes.		First,	the	EESA	credit	should	be	available	to	
all	who	are	eligible	for	an	EESA	at	a	uniform	(not	declining)	rate.		This	is	
both	 more	 restrictive	 and	 more	 permissive	 than	 the	 saver’s	 credit	





saver’s	 credit	 applies	 to	 up	 to	 $2,000	 of	 contributions,	whereas	 total	
annual	EESA	contributions	should	be	capped	at	a	 lower	amount	 (e.g.,	
$1,200).	 	But	 the	EESA	credit	 is	more	permissive	because	 the	 saver’s	
credit	 severely	 restricts	 eligibility	 even	 at	moderate	 income	 levels.147		
EESAs,	and	thus	the	EESA	tax	credit,	in	contrast,	should	be	available	to	
people	whose	income	level	exceeds	the	limits	for	the	saver’s	credit,	as	





The	 second	 distinguishing	 attribute	 of	 the	 EESA	 credit	 is	 that	 it	
should	 be	 refundable.	 	 If	 the	 goal	 is	 to	 incentivize	 savings,	 then	 an	
“incentive”	 that	disappears	completely	 for	 those	who	do	not	have	 tax	
liability	is	an	inefficient	and	unequal	incentive.		It	is	inefficient	because	
it	has	no	 incentivizing	effect	on	savings	 (i.e.,	 it	 fails	as	 to	 its	essential	
purpose),	to	the	extent	the	amount	of	the	credit	exceeds	a	person’s	tax	
liability.	 	 And	 it	 is	 unequal	 because	 it	 helps	 some	 people	more	 than	
others	(i.e.,	those	with	tax	liability	greater	than	the	amount	of	the	credit	
benefit	more	than	those	with	tax	 liability	 less	 than	the	amount	of	 the	
credit).	 	 Thus,	 in	 seeking	 to	 avoid	 the	 marginal	 inequality	 of	 the	
traditional	IRA	tax	deduction,	the	EESA	tax	credit	should	be	refundable	
to	avoid	both	the	inequality	and	inefficiency	of	a	nonrefundable	credit.	
The	 third	 distinguishing	 mark	 of	 the	 EESA	 tax	 credit	 is	 that	 it	










of	 employees,	 even	 if	 employees	do	 not	make	EESA	 contributions	 on	









though,	 to	 incentivize	 employers	 to	 promote	 EESAs	 to	 low-income	
employees,	 employers	 that	 make	 EESA	 contributions	 (whether	
matching	or	not)	on	behalf	of	low-income	employees	should	receive	a	
tax	 credit	 instead	 of	 a	 deduction.	 	 Like	 the	 EESA	 credit	 available	 to	
individuals,	 the	 employer	 credit	 should	 also	 equal	 50	 percent	 of	 the	
amount	the	employer	contributes.	
Providing	higher	incentivizes	for	employers	to	match	low-income	
employees’	 EESA	 contributions	 is	 advisable	 for	 at	 least	 two	 reasons.		
First,	 low-income	 employees	 are	 less	 likely	 to	 have	 other	 financial	
accounts,	 such	as	an	 IRA,	 as	noted	above	 in	Section	 III.C.1;	 therefore,	
EESAs	 are	 likely	 to	 be	 less	 accessible	 to	 low-income	 employees.		
Incentivizing	employers	 to	promote	EESAs	 to	 low-income	employees,	
therefore,	may	make	EESAs	more	accessible	to	low-income	employees.		
Second,	 it	 is	more	 difficult	 for	 low-income	 employees	 to	 save	money	
(because,	 by	 definition,	 they	 earn	 less	 money	 in	 the	 first	 place);	
therefore,	 incentivizing	 employers	 to	 either	 match	 contributions,	 or	
simply	 to	make	 contributions	 on	 a	 low-income	 employee’s	 behalf,	 is	
appropriate	 to	 help	 boost	 participation	 rates	 among	 low-income	
employees.	
Employer	 incentives	 are	 particularly	 important	 to	 help	 attract	
unbanked	people	to	EESAs.		Comparative	case	studies	have	shown	that	
one	 of	 the	 critical	 differences	 between	 successful	 and	 unsuccessful	
efforts	to	reach	unbanked	people	with	mainstream	financial	products	is	
appropriate	 and	 intentional	 tailoring	 of	 marketing	 campaigns.148		
Incentivizing	 employers	 to	 attract	 low-income	 employees	 and	
unbanked	 individuals	 into	 EESAs	 is	 one	 way	 to	 spur	 companies	 to	
market	EESA	programs	more	intentionally	and	provide	matching	funds	
or	 company	 contributions	 on	 behalf	 of	 participants.	 	 In	 addition,	 the	
government	could	promote	EESAs	for	low-income	and	unbanked	people	




that	 technology	 has	 removed	multiple	 barriers	 that	 previously	 could	
have	discouraged	unbanked	people	from	opening	bank	accounts,	such	
 















suggests	 why	 such	 companies	 would	 welcome	 unbanked	 people	 as	
customers.	 	 Traditional	 banks	 make	 more	 money	 from	 wealthier	
customers,	 who	 deposit	 larger	 amounts	 of	 money,	 than	 from	 low-
income	 customers,	 who	 deposit	 lower	 amounts	 of	money;	 therefore,	
traditional	 banks	 are	 often	 reluctant	 to	 advertise	 to	 low-income	
customers	 or	 locate	 branch	 offices	 in	 low-income	 neighborhoods.151		
The	 internet	economy	 is	different.	 	Many	 technology	companies	offer	
their	product	for	free	and	make	money	from	a	large	user	base	because	
their	primary	revenue	stream	 is	 from	advertising	or	 transaction	 fees,	
both	of	which	become	more	profitable	as	the	number	of	users	of	the	site	
or	 app	 increases.152	 	 Accordingly,	 EESAs	 should	 be	 launched	 in	
coordination	 with	 corporate	 partners	 that	 offer	 free	 online	 bank	
accounts	and	stand	to	benefit	from	enrolling	unbanked	customers	(such	




people.	 	 Not	 only	 has	 the	 IRS	 long	 prioritized	 issuing	 tax	 refunds	
electronically,	 and	 not	 only	 did	 the	 IRS	 recently	 create	 a	 system	 for	
issuing	COVID-19	stimulus	payments	electronically,	but	also	the	Federal	






















with	 long-standing	 trends	 towards	 electronic	 banking	 and	 digital	
currencies,	 therefore,	 EESAs	 should	 be	 designed	 from	 the	 outset	 as	
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diate	 goal.	 	 But	 a	 longer-term	 strategy	 to	 increase	 Americans’	 emer-




easily-accessible,	 electronic	 path	 for	 people	 to	 save	 a	 relatively	 low	
amount	of	money	 (e.g.,	 $100	per	month)	 to	prepare	 for	 future	emer-
gency	expenses	before	they	arise.		EESAs	should	be	structured	to	include	
refundable	tax	credits	paid	as	matching	savings	funds	deposited	directly	
into	 EESAs,	 like	 employers’	 matching	 investments	 deposited	 directly	
into	 employees’	 401(k)	 accounts.	 	 But	 whereas	 401(k)	 accounts	 are	
more	 prevalent	 among	 higher-income	 people,	 EESAs	 should	 be	 de-
signed	with	the	dual	goal	of	serving	low-	to	middle-income	earners	and	
attracting	unbanked	people	into	mainstream	banking	relationships.	
	
